


The Atlantic Economy: 


Hindsight on 1982 


facing tough, but interesting, times. 

On the one hand, there is great 
potential from offshore oil and gas de- 
velopment and other energy projects. On 
the other hand, the current recession is 
creating severe problems for business, 
labour, governments and others. Our 
ability to survive this current period and 
maximize future benefits will depend on 
a wide variety of factors. 

The Atlantic provinces have tradi- 
tionally been, and continue to be, a slow 
growth region of Canada. Despite efforts 
to encourage the growth of an industrial 
base, progress has been slow. Nova 


Ti: Atlantic region is currently 


he Atlantic Provinces Economic 
Council is an independent, non- 
profit, non-partisan research in- 
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stitute which has given commentary on, 
and analysis of, the Atlantic economy 
since 1953. This supplement represents 
the latest in a series of annual reviews of 
conditions in the Atlantic region. 

In its role as educator, advocate and 
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Scotia and New Brunswick have seen 
significant growth in the manufacturing 
sector, but in none of the provinces has 
this growth been sufficient to meet the 
need for employment. Emigration from 
the region has thus characterized most of 
the post-war period. 

Historically, the Atlantic region, with 
the ocean on its doorstep and access to 
world markets, was a major exporter of 
primary products, such as salt fish and 
lumber. In the last 40 years this pattern 
has changed somewhat. The primary in- 
dustries have lost importance relative to 
the regional economy, while growth has 
occurred in the manufacturing, construc- 
tion and service sectors. Much of our 
manufacturing strength is tied, however, 
to the resource base of the region; for ex- 
ample, pulp and paper and frozen food 


critic, APEC also undertakes other pub- 
lishing enterprises, including regular 
Newsletters (eight times a year) and 
quarterly reports (four times a year). 
These publications are available by 
subscription to APEC. Occasional 
publications summarize extensive 
research into topics of immediate or deep 
concern to Atlantic Canadians. APEC is 
almost unique in the region in being able 
to speak for the entire region, and pro- 
vide a unifying voice. 
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products. Our reliance on the resource 
industries and on the service sector, much 
of which operate on a largely seasonal 
basis, means that we tend to have rela- 
tively low wages, and prolonged high 
unemployment. 

At present, the recession is taking its 
toll of the region. Unemployment is high 
and still rising. Bankruptcies are at all- 
time record levels. Some provincial gov- 
ernments, such as Nova Scotia, have cut 
back heavily on their expenditures to 
restrict their borrowing in external finan- 
cial markets. Gross domestic product is 
expected to decline in real terms in all 
provinces by at least 2 per cent in 1982. 
Some sectors and localities are affected 
much worse than others. 

The heavy reliance on forestry in 
New Brunswick (about 20 per cent of its 


If you enjoy this supplement you 
may be interested in more details both 
about the Council itself and subscribing 
to its services. Call or write: 

Atlantic Provinces Economic Council 

5121 Sackville Street, Suite 500 

Halifax, Nova Scotia B3J 1K1 

(902) 422-6516 
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total provincial output) means that the 
current reduction in demand for both 
pulp and paper is affecting certain 
areas very badly. Unemployment is 
estimated to be as high as 40 per cent in 
parts of the Northeast. Poor potato 
prices and fewer tourists this year in 
Prince Edward Island mean output could 
drop by 3 per cent. Newfoundland’s 
three major industries (pulp and paper, 
iron ore and the fishery) are all encount- 
ering difficulties. Unemployment in this 
province, at 19 per cent, is the worst in 
the region, and the outlook is extremely 
gloomy. 

Only Nova Scotia, with its relatively 
more diversified economy and the pros- 
pects of development of the Venture 
natural gas field, has a trace of the en- 
thusiasm that prevailed in the region two 
years ago. Even here, this is largely con- 
fined to certain parts of the province, 
such as Halifax-Dartmouth and the 
Strait of Canso. In other locales, rising 
unemployment and continuing layoffs 
give little reason for optimism. 


ather than becoming mired in gloomy 
tatistics and events which presently 
permeate the media, the region should be 
looking for lessons from the current 
situations to prepare for the years ahead. 
Certainly, there seems to be an increas- 
ing appreciation among people in the 
region that we cannot put all our eggs in 
one basket, that it is unrealistic to expect 
one big project (such as offshore 
development) to provide a solution to all 
the region’s economic problems. This is 
not to underestimate the enormous 
potential benefits of such a series of pro- 
jects, but only to warn that we should 
not get too carried away by our en- 
thusiasm and overlook other sectors that 
also warrant attention. Especially at this 
time, we need to think about new 
strategies to promote and accommodate 
industrial growth around the region. 

Maritimers and Newfoundlanders 
alike are perhaps more suited to weather 
the current economic storm than other 
Canadians. The region’s long history of 
hard times has forced us to be resource- 
ful and wily, able to turn our backs on 
the squalls that blow up rather than be 
bowled over by them. This should stand 
us in good stead for the period of slow 
adjustment and recovery over the next 
few months. 

The articles in this supplement have 
been prepared by the Atlantic Provinces 
Economic Council to review the happen- 
ings of the past 12 months, and to pro- 
vide an outlook for the next year. They 
reflect the diversity in the region, and 
should provide fascinating reading for 
anyone interested in the regional econ- 
omy. As with other exercises of this kind, 
however, there is a lag between prepara- 
tion of the articles and their actual pub- 
lication. This supplement was submitted 
for publication on November 15 last; the 
information reflects the best of APEC’s 
knowledge to that date. Subsequent 
events, however... a 
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LUXURY APARTMENTS 


1 oe executive style apartments (furnished and 
unfurnished) in prestige, Central Halifax location. 
Indoor heated pool, saunas and security. For information 
contact Pat Rockwell - (902) 422-4744. 


The Welsford 





() WHY ATLANTIC WHOLESALERS? 


A. SERVICE. 

(). WHY ELSE? 

A. EXPERIENCE. 
(). AND WHY ELSE? 
A. QUALITY. 


Fifteen strategically located 
warehouses and 16 Cash & Carry 
wholesale outlets ensure fast and 
efficient service to over 3500 retail - 
and institutional food accounts atlantic 
throughout the Maritimes...including 

Save-Easy, Foodmaster, wn 





olesalers 


Red & White and Quick Mart. SERVICE * EXPERIENCE ¢ QUALITY 
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“NOBODY 
CAN FILE AWAY 
A LONG DISTANCE CALL 


TILL NEXT MONTH. 











lf you have the feeling your invoices customer misunderstandings. And keep 


are getting overlooked, stop sending 0) 0] mers ls) a mi (@)) lame |csr-lmsjar| elsy 
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faster, eliminate paperwork and clear-up — greater profits. Try it and see. 


BUSINESS LONG DISTANCE 


TODAY'S WAY TO OPERATE 


Maritime Tel & Tel e NB Tel ¢ Newfoundland Telephone e Island Tel 


Interest Rates: 





Is the worst over? 





ver the last few years, no other 

économic indicator has received 

as much public attention as in- 
terest rates. They have become the chief 
weapon used to fight inflation both in 
Canada and in the United States. The 
policy is based on the assumption that 
we can influence total expenditure in an 
economy by manipulating rates, which 
then influences the amount of money in 
circulation, and thereby regulates infla- 
tion by increasing or decreasing the 
amount of money available to be spent. 
The total amount of money available to 
consumers and businesses through banks 
and other lending institutions is the key 
to this process. The overall aim of the 
Bank of Canada is to allow growth of 
the money supply only in line with the 
growth of industrial output. This, in 
theory, would avoid the inflationary 
problem of recent years when too much 
money has been chasing too few goods 
and services. 

The theory involves several uncer- 
tainties, such as the time period required 
for effective action before high interest 
rates themselves contribute to inflation. 
There is also the undesirable effect of 
reduced demand on industrial output, 
with the likelihood of layoffs, plant 
closures and business failures. In this 
respect, the fight against inflation in- 
volves a direct trade-off in terms of jobs 
and investments of time and money. 
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The total effect in Canada has been 
complicated enormously by ripples from 
similar policies in the United States. The 
two economies are so closely tied to each 
other that interest rates must move in 
step to prevent capital outflows from one 
to the other; usually capital will flow 
towards the higher interest rates with 
subsequent pressures on exchange rates. 
In fact, there has had to be a substantial 
premium on Canadian rates to prevent 
undue runs on the Canadian dollar in 
favour of American funds. The exchange 
rate ramifications of an interest rate- 
based monetary policy, therefore, can 
also be undesirable. 

By the middle of 1982, short-term 
rates in Canada started a downward slide 
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due mainly to a reduction in the 
American inflation rate. The Canadian 
inflation rate has not performed as well, 
and still remains quite high. A big change 
of direction in American policy, 
however, is a first essential step to 
economic recovery around the world. 
Lower interest rates in the United States 
are expected to persist and even get lower 
over time. This reduction will probably 
not be smooth, however, particularly in 
light of huge federal deficits anticipated 
on both sides of the border. This will be 
felt in particular if private sector demand 
for credit picks up. 

Lower interest rates will be most 
welcome in Atlantic Canada. Consumer 
spending is sharply down from year- 
earlier levels, and the region relies to a 
great degree on retail sales to fuel overall 
economic growth. Most recent figures on 
retail sales indicate a mixture of trends 
in the region, but in no case is any in- 
crease close to corresponding rates of in- 
flation. Sales of new motor vehicles and 
other higher-priced durables (such as ap- 
pliances) are still significantly below 
earlier levels. 

Lower interest rates around the world 
can only benefit the Atlantic economy, 
as most of its major markets are outside 
the region. Consumers and businessmen, 
however, have been severely burnt by 
events of the last 18 months, and their 
expectations of the future are corre- 
spondingly extremely cautious. Recovery 
in the United States may pick up speed 
by mid-1983, but it will be a while before 
the effects of this reach Atlantic Canada. 
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Agriculture: 


High costs, uncertain prices 


he five-yearly profile of the Atlantic 
agricultural sector, as revealed by 
the 1981 census, indicates the indus- 
try as a whole is structurally sound. After 
decades of decline, the 1970s seem to be 
a watershed of sorts, and the region’s 
farmers are increasingly competitive in 
a number of markets. Although the 
number of farms is still declining (there 
were less than 13,000 in 1981 compared 
to a little over 17,000 in 1971), the rate 
of decline in numbers has slowed signifi- 
cantly. The total area in farms went 
down from a little more than 1.4 million 
ha to just over 1.2 million ha, but within 
this total the area of improved land in- 
creased from 560,000 ha to 583,000 ha. 
This land tended to be concentrated in 
larger farms (an average size of 94 ha, 
up from 83 ha in 1971), and indicates a 
more intensive use of a generally good 
land resource. Particularly encouraging 
also is the fact that the average age of 
farmers seems to be going down; less 
than 30 per cent were under 45 years old 
in 1971, but more than 40 per cent were 
in this age bracket in 1981. 
This generally robust state of health 


is, however, all but obscured by concerns 
Over present circumstances. In common 
with many other small enterprises, farm 
bankruptcies are up, and prospects of in- 
creases in realized net income during 
1982 are slim. Demand for food tends to 


(come Wagon 


SINCE 1930 
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align closely with overall economic per- 
formance, and recession usually means 
people buy less, waste less, eat out less, 
or grow more in gardens. This reduced 
demand must affect the farmer’s income, 
particularly as costs continue to increase 
steeply. 

The effects of increasing costs can be 
seen throughout the industry in Atlan- 
tic Canada. Beef producers have liqui- 


Welcome Wagon isn’t just for 
movers. For over 50 years 
Welcome Wagon hostesses have 
been making visits on movers in 
most areas in Canada. But that’s 
not all we do! We have parties for 
engaged women, baby programs, 
student programs, business- 
professional programs and even 


executive-welcome programs. If you 


want to take advantage of any of 
these services, if you know 
someone who does or if you are a 
businessman desiring representa- 


tion, contact your nearest Welcome 


Wagon representative. 


New Brunswick and Prince Edward 


Island (506) 382-3257 


Newfoundland (709) 753-3610 


Nova Scotia (902) 455-4301 
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dated large parts of their herds because 
of the expense of bringing an animal 
from calf to slaughter. High interest rates 
have delayed any rebuilding of these 
herds. Potato growers face higher and 
higher planting costs and widely fluc- 
tuating markets. This may account in 
part for the reluctant approval in prin- 
cipal given by growers to an Eastern 
Canada Potato Marketing Agency ad- 
ministered by the federal government. 
Dairy farmers have for long been shel- 
tered from increasing costs by a pricing 
system for their products which reflects 
costs of production. For the next two 
years, these price increases will not ex- 
ceed federal six-and-five guidelines, a de- 
velopment made worse by a broadly de- 
clining demand for dairy products as the 
school-age population contracts. Similar 
restrictions will apply to egg prices. 

Maritime farm cash receipts were 
generally down in 1982, partly because 
1981 receipts were abnormally high after 
excellent potato prices paid for the 1980 
crop during the early part of 1981. 
Receipts for the 1981 crop are much 
more average, and initial signs are that 
the 1982 crop will bring more trying 
times for growers in Prince Edward 
Island and New Brunswick. Nova 
Scotia’s farmers, with a much lower 
reliance on any one farm commodity, 
have increased receipts in 1982. Hog and 
cattle farmers benefited from generally 
higher prices during the year, although 
these declined in the second half. There 
is some strength expected in these prices 
over the next 12 months or so, especially 
as the regional cattle herd is reduced. 

Cash crops other than potatoes have 
done well in 1982. The strawberry and 
blueberry harvests were excellent, as was 
the Annapolis Valley apple crop. Peaches 
and plums, however, were largely 
destroyed by particularly severe weather 
last winter. Grain yields were healthy 
without being spectacular, and the high- 
value tobacco crop was expected to bene- 
fit from higher prices caused by frost-kill 
of a third of the Ontario crop. 


| genta: some enormously complex, 
remain for Atlantic farmers. In the 
aftermath of the latest potato war be- 
tween Canadian and American growers, 
there are the prospects of trade restric- 
tions by the Americans. There is much 
uncertainty surrounding proposed 
changes to the Crowsnest Pass freight 
rates and their effects on eastern agri- 
culture. Costs of production continue to 
increase and erode net returns. Markets 
shrink, and competition from other parts 
of North America intensifies. 

All of this demonstrates the many- 
sided and complex situations facing 
farmers and food processors. Simplifica- 
tion is tempting but dangerous. In the 
end, the weather during the growing 
season tends to override most other 
things as farmers do what they do best; 
produce food at a reasonable cost to the 
consumer. ae 
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FARM CASH RECEIPTS 
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Mount Saint Vincent University, Halifax, 
Nova Scotia, was built by women for 
women at a time when they were not 
welcomed in academic circles. It's bursting 
at the seams with hundreds of mature 
women returning to full and part time 
study but it has no endowment funds to 
help them or to invest in much needed 
areas of research on women’s issues. 


You can help by stuffing a dollar in an 
envelope and sending it, along with your 
name to 


Development Office 

Mount Saint Vincent University 
166 Bedford Highway 

Halifax 

B3M 2)6 


(Income Tax receipts issued for 
contributions of $5.00 or more.) 
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In New Brunswick: 
Come into 
something good 


We've come a long way since we For TOLL- FREE RESERVATIONS 
were three flavours of ice cream and at all Howard Johnson’s: From 








a lot of dreams back in the 19920’s. Eastern Canada call 1-800-268-4940, 
Take New Brunswick, for instance. From Western Canada call collect 
(416) 363-7401. 

From U.S.A. call 1-800-654-2000. 
Or contact your travel agent. 


There are five distinctive motor 
lodges and restaurants throughout 
the province. Business and family 
places where guests relax whether 
they've been working or playing. 


That's why we invite you to 
“Come into something good”: 
Something to remember. The 
Howard Johnson's tradition: 


HOWARD . 
Jounsons 





HOWARD JOHNSON’S IN CANADA 
New Brunswick: Campbellton ® Edmundston @ Fredericton ® Moncton @ Saint John Ontario: Toronto Airport ® Toronto East 
® Oakville © London ® St. Catharines Niagara Falls (2) @ Kingston ® Ottawa 
Auberge des Gouverneurs —Québec: Chicoutimi © Gaspé ® Joliette ¢ Matane ® Mont Sainte-Anne ® Pointe-au-Pic (Manoir Richelieu) 
© Québec —Centre-Ville © Rimouski © Sainte-Foy @ Sept-lles © Sherbrooke ® Trois Riviéres ® Val D’Or 


Our reservation system links over 500 Howard Johnson’s across Canada and the United States with the Auberge des Gouverneurs chain in Québec. 





The Fishery: 























The gospel 
according to Kirby 


announced that a Task Force to study 
the troubled Atlantic fishery was to be 
set up with Dr. Michael Kirby, fresh 
from a successful role in the repatriation 
of the Canadian Constitution, as its 
chairman. Preliminary statistics appear- 
ing at that time confirmed that 1981 was 
a disastrous year for this important part 
of the Atlantic economy. 

A variety of problems contributed to 
this poor showing, such as high interest 
rates, high inventories, undiversified ex- 
port markets and sluggish prices. The 
Atlantic fishery also carries an additional 
burden in the form of a complex array 
of structural problems. These include 
stock problems (both gluts and short- 
ages), crushing and occasionally incon- 
sistent regulations, overcapitalization, 
uncontrolled expansion of effort, prob- 
lems of managing a common property 
resource, confusion between economic 
and social goals, quality and marketing 
problems, and the different goals of 
divergent interest groups. 

Given the abundance of problems 
and the dim prospects for the medium 
term, the appointment of the Task Force 
was not entirely unexpected. More than 
100 meetings with fisheries interest 
groups in the Atlantic provinces and 
Quebec, a survey of 110 processing 
plants, and another of 1,300 randomly 
selected fishermen were conducted. The 
distribution of an ‘‘Issues and Options’”’ 
paper by the Task Force reflected the 
group’s concern about covering all the 
issues and presenting all the options. The 
consensus at the time of its release and 
at 15 subsequent meetings with con- 
cerned groups was that, although many 
points were contentious, all the bases 
were covered. 

The Task Force’s final report was 
awaited as this supplement went to press. 
The fishing industry in 1982 only showed 
a slight improvement over the previous 
year. Preliminary statistics indicate 
marginal improvements in landings and 
values with much of this due to a 
dramatic recovery in cod landings in 
most areas. In particular, the New- 
foundland trap fishery seems fully 
recovered from a disastrous 1981 season. 
Plants early in summer could not accom- 
modate all landings, and were occa- 
sionally reluctant to accept large 
amounts of small, immature fish. There 
was no great resurgence in price, unhap- 
pily, with prices for cod blocks going 
down. 

The herring fishery had lower land- 
ings, although dramatic increases in 
landed values occurred as a result of very 





I: January, 1982, the Prime Minister 
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foreign vessels and local processors kept 
many plants closed long into the season 
before a compromise was reached. A 
more basic problem seems to be too 
many seiners and not enough herring. 

The shell fishery was not addressed 

in any detail by the Task Force, but the 
- | problems associated with this sector are 
real concern. The number of scallop 
boats operating on Georges Bank has 
tripled in recent years and can be at- 
tributed to a rapid expansion of the 
American effort. This year the long- 
expected reckoning has come, and land- 
ings are off by 40 per cent. Canadian 
vessels have spread their effort to St. 
Pierre Bank, Western Bank and Browns 
Bank, but preliminary reports still show 
landings down by more than 25 per cent. 
This year, for the first time in many, cod 
has replaced scallops as the most 
valuable species landed in Nova Scotia, 
and scallops are in danger of falling to 
third as lobster landings and prices 
improve. 

The Atlantic fishery has been 
touched by other international issues this 
year. In particular, broad allocations of 
non-surplus cod stocks off Newfound- 
land and Nova Scotia to foreign vessels 
in return for potential market access has 
drawn the wrath of many interest groups 
and provoked the anger of Canadian 
fishermen who sit idle while foreign 
vessels ply the Canadian zone. 













attractive prices for over-the-side sales in 
the Fundy area. Unfortunately, the dif- 
ferential, $200 per tonne, between 
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his is the background to the Kirby 

report. Observers, no doubt, will be 
studying the report closely for hints of 
the future structure of the Atlantic 





NS fishing industry, but already in 1982 new 
NB structures have begun to form. The 
PEI system of enterprise allocations for 





northern cod (with quotas assigned to 
processors rather than to boats) was 
termed an early success. Major pro- 
cessors have joined forces in their 
marketing efforts. Two of the largest 
(National Sea Products and H.B. Nicker- 
son and Sons) have been considering a 
formal merger. Measures to improve 
quality are gaining official if not wide ac- 
ceptance. A recovering American econ- 
omy (the market for 80 per cent of 
Atlantic Canada’s fish production) 
should improve prospects. 

Indeed, there are some promising 
signs, but the salvation of the industry 
requires that still more changes occur. 
Long-term policy goals must be defined. 
For this, all eyes turn to the recommen- 
dations of the Task Force, and to the 
Department of Fisheries and Oceans 
which will be charged with their imple- 
mentation. Perhaps the major issue will 
be the degree to which policy-makers will 
accept the recommendations, given that 
controversy usually attends any changes 
proposed for the fishery. = 
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no less serious. The scallop fishery is of © 







Forestry: 


High inventories and modernization 


the third quarter of 1982 hovered 

around 70 per cent of capacity. 
Housing starts nationwide at the same 
time were at a 22-year low. These two 
facts alone do much to explain the plight 
of Atlantic Canada’s forestry industries, 
especially when similar trends typify 
other important markets for Canadian 


Cite newsprint production in 


production, such as the United States. 

At the beginning of September, 
Maritime lumber production was 
estimated to be 40 per cent below nor- 
mal. Actual output from mills was down 
by one-third, and much of the milling 
which has taken place in 1982 was to pre- 
vent stockpiled trees falling prey to decay 
and disease. Export markets for 


PEOPLE 
LIKE LYNNE 
ARE ONE 
INA MILLION. 


Lynne Hanson Is one of one million Canadians suffering 
from kidney disease and related disorders. 
Two years ago, kidney disease forced Lynne out of school 


and onto a dialysis machine. 
And until research progresses 
and a kidney compatible with 
her body tissue is found, dialysis 
is Lynne’s only chance to live. 
Please, donate money for 
research, or pledge your 
kidneys for transplant, through 
your local Kidney Foundation. 
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Maritime lumber (mostly in the United 
States and Western Europe) are confused 
as exchange rates fluctuate and new 
sources of supply alter market shares. 
The Eastern Canadian share, for exam- 
ple, of the U.K. market dipped to 3.5 per 
cent in the first five months of 1982 com- 
pared to 8 per cent a year earlier. Much 
of the slack has been taken up by Swed- 
ish and Soviet supplies. Further devalua- 
tion of the Swedish krona will make pen- 
etration of this market very difficult. 
More complications are indicated by 
murmurings from American lumbermen 
of protection from Canadian imports. 
The story is similar for pulpwood pro- 
ducers. To the end of August, total pro- 
duction from Atlantic mills declined by 
about 25 per cent over a year earlier. Most 
of the region’s pulp mills have had clo- 
sures of varying lengths as demand varied. 
Earlier in the year, buyer expectations of 
labour disruptions in a year when many 
contract negotiations took place prompt- 
ed build-up of inventories. In fact, time 
lost to strikes has been quite small, but 
high buyer inventories must be run down 
before new purchases are contemplated. 
These trends and numbers tell only 
part of the story. Lumber-producing 
areas, such as New Brunswick’s 
Miramichi district, have chronically high 
unemployment levels as sawmills remain 
closed. Many communities which rely on 
a single pulp or newsprint mill for the 
bulk of local activity live constantly 
under the threat of shutdowns for vary- 
ing periods of time. In this respect, the 
true cost of the recession is incalculable. 
Longer-term outlook for the pulp in- 
dustry is more rosy. Most of the region’s 
older mills have ongoing capital invest- 
ment programs with the help of federal in- 
centives under a series of Forestry Devel- 
opment Agreements. The basic aims are 
to reduce harmful environmental emis- 
sions, and to combat increasing foreign 
competition by increasing efficiency. The 
degree of the upcoming competition can 
be gauged from estimates that, in 1981, 
world demand for newsprint rose by 
about 824,000 metric tons; during the 
same year, production capacity increased 
by almost 1.2 million metric tons, for a 
surplus of almost 400,000 metric tons. 


o compete effectively, Canadian pulp 

mills must also have assured supplies 
of trees. In early September, 1982, came a 
federal policy statement on forest renewal. 
Considered by many to be a belated at- 
tempt to rebuild fibre supplies from a sad- 
ly depleted resource, the statement pro- 
poses to increase public and private 
spending by at least an extra $100 million 
annually on top of the $300 million al- 
ready spent. This would merely sustain 
existing harvest levels. To enhance har- 
vestable supplies in line with anticipated 
increases in worldwide demand for forest- 
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ry products will re- 
quire expenditures 
of $650 million an- 
nually. During a 
time of recession in 
particular, the ma- 
jor challenge will be 
to translate these 
words into deeds. 

Atlantic sup- 
plies of fibre must 
also be estimated 
with due considera- 
tion for insect in- 
festation. During 
1982, budworm 
damage in New- 
foundland, Nova 
Scotia and New 
Brunswick was per- 
ceived to be declin- 
ing. Scientists are 
naturally cautious 
about such trends, 
however, and pre- 
liminary egg mass 
counts in the fall of 
1982 in Nova Scotia 
seem to justify this 
caution. Infestation 
may actually be increasing again, and 
findings for the other provinces are anx- 
iously awaited. 

Both Newfoundland and New Bruns- 
wick have aerial spray programs to com- 
bat the budworm, while Nova Scotia so 
far has only carried out limited spraying 
with a bacterial agent. The contentious 
issue Of aerial spraying still simmers 
throughout the region, with passions 
high on both sides. In Nova Scotia 


ws 
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towards the end of the summer of 1982, 
controversy raged around decisions to 
allow aerial spraying of chemicals over 
young growth softwoods to deter hard- 
wood competition. For a number of 
reasons, and after some confrontation, 
aerial spray permits were eventually 
revoked, although spraying from the 
ground was still allowed. 

The balance of the century seems to 
be a make-or-break time for forestry in 
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Canada. Supplies of wood must be safe- 
guarded and increased by improved 
management, more efficient use of 
available supplies and increased plant- 
ing. Markets must be maintained by in- 
creasingly efficient production. In the 
shorter term, however, some semblance 
of normality must be achieved for both 
pulp and lumber sectors so that inven- 
tories can be reduced, and idle man- 
power and equipment put back to work. 


PULPWOOD PRODUCTION 
ATLANTIC REGION ......: 


Thousand 
Cubic Metres 500 


Source: Statistics Canada 
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arcan Distributing's inventory control system is in 3 feet 


His name is Harold Shippers. And 
where everything is at Marcan is at his 
fingertips. Except he’s on vacation and 
down at the Marcan plant— minor chaos. 

Now your company’s inventory con- 
trol system is probably a lot more 
sophisticated than Marcan’s. But, is it doing 
all the things that you want it to? For 
example, how much money do you lose 
by not identifying those items which make 
up 80% of the revenue? And how about 
trying to calculate wnat to order, how 
much to order and wnen? How about not 
filling orders because of stock-outs? Or 
inadequate costing information? Or the 
re-ordering of goods already in-house? 

Darn good questions? Want answers? 








Call Systemhouse. 


We're not at all like most of the com- 
panies you'll find in the computer 
systems business these days. We work with 
you more as a partner than as a supplier. 

Furthermore, when you work with 
Systemhouse, you get a total solution — 
from hardware to software to documenta- 
tion and training. You don’t have to deal 
with a bunch of different suppliers to 
build a system piece by piece. And in 
dealing with Systemhouse, you're working 
with a company with 20 offices and some 
800 plus people who truly know wnat 
they are doing. 

Over the years, we've put hundreds 
of systems in place —from the relatively 
simple to some of the most complex and 
sophisticated applications operating 
today. Systems that not only handle inven- 
tory control but numerous other functions 
necessary to the smooth running of a 
distribution operation. And the end result, 
the bottom line is increased efficiency 
which results in tangible cost savings and 
in many cases the reduction of capital 
requirements. 

Doesn't today’s economic environ- 
ment suggest that you should call us? 

Soon. 


YSTEMHOU 


Systemhouse Ltd. b oe 
Halifax ~\ i i 
4 & 


902-499-0690 








Ottawa + Montreal - Halifax 


Los Angeles San Diego + Sanfrancisco + St.Louis + Chicago - Cleveland + Washington,D.C. » NewYork - Boston’ 


Riding out the storm 


the region’s mining sector on hold. 

Companies have laid off workers, 
reduced exploration programs and read- 
justed expansion plans. Low levels of 
consumer buying in major markets 
(especially for higher-priced articles such 
as appliances and cars) mean that prices 
for base metals (zinc, copper, and lead) 
have been at their lowest levels since the 
Second World War. Mine closures have 
resulted. Heath Steele announced a 
layoff of about 600 workers in New 
Brunswick, only to have a stay of execu- 
tion provided by the provincial govern- 
ment. In the same area, Brunswick Min- 
ing and Smelting are cutting down staff 
over the next 18 months unless markets 
improve dramatically. The same com- 
pany has postponed building a new 
$360-million zinc reduction plant. Con- 
solidated Rambler in Newfoundland 
kept their copper mine closed, although 
development of a new ore body at the 
long-established base metals mine at 
Buchans continued; commercial produc- 
tion, however, will depend on market 
conditions in early 1983. 

The massive iron ore mines in Labra- 
dor have spent at least part of the year 
closed, and although workers were re- 
called in the fall, the total labour force 
will not reach previous levels. The mine 
at neighbouring Schefferville in Quebec 
suffered a worse fate, being closed in- 
definitely about the same time as reczlls 


Te recession has, by and large, put 
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were announced at Labrador City and 
Wabush. Soft markets have delayed the 
reopening of Consolidated Durham’s an- 
timony mine near Fredericton, and a 
potentially valuable tin deposit in Yar- 
mouth County, Nova Scotia, must await 
improved conditions before development 
can begin. It is encouraging that this 
metal property was picked up quite rap- 
idly by Rio Algom after the original 
owner, Shell Resources, decided to divest 
itself of most of its mineral holdings. 

Exploration activity is normally fair- 
ly immune from economic slowdown, as 
it represents an investment in a com- 
pany’s future. The past year or so is an 
exception to this rule of thumb, and ex- 
penditures have been sharply reduced. 

There are bright spots. Potash Com- 
pany of America continues to develop its 
mine outside Sussex, with first produc- 
tion expected next year. Development of 
further potash deposits depends to a 
large degree on demand for fertilizer by 
farmers. The asbestos mine at Baie Verte 
in Newfoundland reopened under new 
ownership in the early fall. 

There were also low levels of activi- 
ty in the industrial minerals sector. Out- 
put of cement, sand and gravel and gyp- 
sum depend to a large degree on sales to 
the construction industry, and this in- 
dustry in turn must wait for signs of low- 
er interest rates for sustained recovery. 

Since coal production to the end of 
the summer saw little gain over the same 
period in 1981, a year when Cape Breton 
miners were on strike for several weeks, 
this sector is evidently suffering from 
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reduced demand. Local markets are 
static at best, and occasionally declining, 
as in the case of sales to Sydney Steel and 
the Nova Scotia Power Corporation. 
Overseas markets are similarly depressed, 
particularly after Poland dumped large 
quantities of coal in an effort to raise 
hard currency to meet debt payments. 
There is less hope, consequently, of a 
long-run development of reserves at 
Springhill, Nova Scotia, and in Pictou 
County, where a recovery operation at 
Thorburn closed down in the fall. The 
announcement of a Carbogel pilot plant 
in Cape Breton, to produce a coal-water 
mixture for electrical power generation, 
is a little more encouraging. Part of the 
project involves design of burners to be 
used in a six-month combustion demon- 
stration by the New Brunswick Electric 
Power Commission station at Chatham. 
A new coal recovery plant in Cape 
Breton will produce thermal coal from 
waste dumps at an old mine site. The 
Cape Breton Development Corporation 
has plans, too, for a $2-billion expansion 
program over the next 10 years, involv- 
ing three new mines. 

As with most other sectors, the min- 
ing industry plods along in low gear and 
awaits general improvement worldwide. 
Indications are that buyers have main- 
tained only low inventories, and sus- 
tained recovery could mean rapid expan- 
sion of output for base metals in par- 
ticular. For other minerals, especially 
iron ore, stockpiles would be more than 
adequate to accommodate the early part 
of any recovery. ae 
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Energy: 


The stakes get higher 


S In most previous energy-related 
AX eevciopment. the indirect impetus 

behind events of the past 12 
months came from the Organization of 
Petroleum Exporting Countries. The 
united facade which has largely enabled 
OPEC to dominate price movements for 
all energy over the past 10 years or so 
finally showed signs of crumbling. In 
early spring the base price of OPEC oil 
was set at about $41.50 per barrel, but 
in the months since, oil on the Rotter- 
dam spot market has sold for as little as 
$28. Energy developments in the region 
depend to varying degrees on being able 
to predict quite accurately the move- 
ments of OPEC prices. 

The offshore year began tragically, 
with the loss of the Ocean Ranger in a 
storm in mid-February. In case anyone 
ever doubted it, this disaster underlined 
the true costs of offshore hydrocarbon 
development in the Northwest Atlantic. 
The pall which this cast over Newfound- 
land seemed to set the stage for subse- 
quent developments in the search for 
hydrocarbons off that province. 
Although two rigs kept drilling and three 
drillships completed a season off Labra- 
dor, earlier optimism has been severely 
dampened by lack of agreement between 
provincial and federal governments over 
the questions of resource management 
and revenue sharing. The acrimonious 
exchanges have continued, and it appears 
that resolution of the issue must await 
rulings from the Supreme Courts of both 
Newfoundland and Canada. In the face 
of such official intractability, it is a testa- 
ment to the size of the Hibernia reserve 
that exploration has continued at all, and 
two more rigs were expected before the 
end of the year. 

Nova Scotia concluded an agreement 
in early March, and the establishment of 
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development ground rules seems largely 
responsible for a big increase in explora- 
tion activity in 1982. Two rigs were 
operating at the end of 1981; this had in- 
creased to five at the end of 1982, with 
the prospect of at least two more in 1983. 
New structures are being probed by new 
operators, and there is a commitment of 
at least $2 billion to exploration to the 
end of 1983. 

This general surge in interest, of 
course, was also prompted by Mobil’s 
announcement in mid-year that the Ven- 
ture field off Sable Island contained 
enough reserves of natural gas to justify 
commercial development. Application to 
the National Energy Board to export this 
gas has already been made. It appears, 
however, that markets are not as strong 
as they once were. Excess supplies of 
western natural gas were the initial 
reason for building the Trans Quebec and 
Maritime Pipeline. This project is 
presently stalled in Quebec to allow study 
of alternatives in the Maritimes, includ- 
ing gas supplies from the Scotian Shelf. 
The other natural market is New 
England, but the possibility of western 
gas reaching this market via Ontario 
gives some cause for concern. Mobil has 
estimated 1988 as the earliest date for 
production from Venture. 

Newfoundland also failed to resolve 
its other major energy problem, the 
renegotiation of the Churchill Falls 
hydro contract. Hydro-Quebec present- 
ly takes the bulk of output for redistribu- 
tion both within Quebec and in export 
markets. The contract was signed in 
1960, at prices which prevailed at that 
time. This means that Newfoundland has 
not benefited at all from energy price in- 
creases since that date. A provincial act 
to regain control of Upper Churchill 
power is presently being contested in the 
Supreme Court of Canada. 

New Brunswick received permission 
to start up the nuclear reactor at Point 
Lepreau in July. Testing was still under 
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way at the end of the year after a slower- 
than-expected beginning. More than 40 
per cent of the controversial reactor’s 
output is contracted to various New 
England utilities, and N.B. Power is ap- 
plying for permission to export a further 
130 MW (about 20 per cent). There has 
been talk of a second reactor at Lepreau. 
Part of Lepreau’s power was destin- 
ed for Prince Edward Island, until the 
agreement was dissolved in 1979. 
Islanders have the highest electricity costs 
in Canada, and a Commission of Inquiry 
which reported in August heard a wide 
array of views on the subject of power 
costs. There is little doubt that nuclear 
power is the lowest-cost alternative 
facing Islanders, but there has been a 
resistance to electricity from this source. 
P.E.I. has moved over the past five years 
to buying the bulk of its power supplies 
from mainland sources to replace on- 
Island oil-fired generation. In the face of 
steeply increasing costs for all Islanders, 
it seems doubtful whether resistance to 
Lepreau can survive much longer. 
Nova Scotia remains committed to 
Cape Breton coal for its electricity needs 
in the immediate future. Once neglected 
in the face of cheap imported oil, new 
mines and coal-fired plants continue to 
be built. Some 300 MW at the Lingan 
complex are operational, and a further 
300 MW capacity is under construction. 
In addition, the 18 MW Annapolis Basin 
Tidal Power Pilot Project has received 
its turbines, and work should be substan- 
tially complete before the end of 1983. 
An appreciable part of the region’s 
future economic development depends 
on energy projects with output both for 
internal use and for export. Present 
financial considerations make any new 
starts prohibitively expensive, and pres- 
ent markets are uncertain at best. That 
development will begin at some time 
seems beyond question, but major par- 
ticipants must examine the timing of 
their projects carefully. ie 
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Manufacturing: 






Operating below capacity 


kets have had a major impact on the 
roduction of manufactured goods 
in Atlantic Canada. With well over 50 
per cent of manufacturing activity tied 
to the processing of natural resources, 
weak international demand for these 
goods has resulted in production slow- 
downs or closures. Coupled with reduced 
consumer spending at home, new orders 
declined throughout 1982. This has pro- 
voked a scramble to activate survival 
techniques, such as improved marketing, 
staff layoffs and inventory control. 

Inventory control involves matching 
factory output with final demand more 
closely. High inventory levels are expen- 
sive, as aresult of high financing, storage 
and moving costs. Failure to sell output, 
allowing production to accumulate in 
warehouses, has resulted in closures in 
pulpwood and paper mills, food process- 
ing plants and shipyards. 

To the end of the third quarter, both 
the value of manufacturing shipments 
and employment levels were down. New- 
foundland alone registered an increased 
level of shipments (by about 13 per cent 
in terms of value) due to increased ac- 
tivity in fish plants and pulp mills dur- 
ing the first half of the year. Even this 
increase may be substantially reversed by 
year-end, as final figures for the forestry 
sector in particular are recorded. New 
Brunswick has had the largest decline in 
the value of manufacturing shipments, 
followed by Nova Scotia. Figures for 
Prince Edward Island are not available, 
but in this province the year also saw fish 
plant and meat-packing plant closures. 


i ow levels of activity in world mar- 





JAN-AUG (in current dollars) 


note: seen on P.E.|. not available due to publication restrictions 









Sales of some items (food and 
forestry products) during the year were 
either slightly ahead of 1981, or manag- 
ing to keep pace. Any adjustment for in- 
flation would reveal a real decline in 
values. Final forestry-related figures for 
the year were expected to show substan- 
tial decline, as inventories in pulp and 
paper mills built up and temporary shut- 
downs were announced throughout the 
region. Lumber-related producers 
(plywood, boxes, panel-wood and so on) 
have had a similarly poor year, as have 
furniture producers. Other sub-sectors, 
such as chemical production, are close- 
ly tied to other secondary output in the 
region, and their output paralleled that 
of the other producers. Non-metallic 
mineral production, such as cement, was 
marginally up, but metal fabrication out- 
put was down. 

The final outlook for 1982 depends 
on moving output from warehouses to 
final use. This relies to a significant ex- 
tent on consumer behaviour both in 
Canada and elsewhere. Lower rates of 
inflation in the United States will reduce 
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pressures on Gnawiddal incomes, and 
lower interest rates may spur a delayed 
bout of buying. On the other hand, con- 
sumer expectations have been severely 
dented, particularly with respect to job 
security, as unemployment levels stay 
high. 

The preliminary outlook for 1983 is 
for gradual recovery. At first, this will 
entail the region’s manufacturers running 
down high inventories before full pro- 
duction is resumed. Laid-off workers 
may not be recalled before spring or 
summer. 

In the longer-run, expansion of out- 
put depends on the ability to develop 
non-traditional manufacturing indus- 
tries. The first steps have been taken, 
with high technology plants locating in 
Nova Scotia and New Brunswick. Busi- 
nessmen are also casting eyes to the 
future, and the potential of offshore 
development. The impact of this devel- 
opment throughout the region could be 
most important in allowing a measure of 
diversity from present traditional 
activities. a 
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Construction: 


Major projects offer some hope 


try in Atlantic Canada continued in 

1982. Even so, this. sector 
represented 19 per cent of the output of 
the goods-producing sectors of the New- 
foundland, New Brunswick and Prince 
Edward Island economies. In Nova 
Scotia, construction was even more im- 
portant, accounting for 22 per cent of 
goods-producing output. 

Basic indicators of construction ac- 
tivity, such as value of building permits 
and number of housing starts, clearly 
demonstrate the downturn. Housing 
assistance plans such as the Canadian 
Home Ownership Stimulation Plan seem 
to have met with only limited success, 
and single-family dwelling starts are 
down substantially in all four provinces. 
Provincial programs, where they existed, 
met with the same limited success due in 
part to the limitations imposed by 
strained provincial treasuries. 


Ti: decline in the construction indus- 


Value of building permits also went 
down, although only Newfoundland (off 
by 42.4 per cent over the first eight 
months of the year) was below the Cana- 
dian average decline of 33.1 per cent. 
Most of the activity in each province was 
concentrated in the major urban centres 
where the value of building permits 
generally went up. Halifax, for example, 
accounted for 34 per cent of permit value 
in the province for the period January 
to August. This represented a 116 per 
cent increase for this city over the same 
period in 1981. 

The overall trend in construction 
spending was down, however, and much 
of this must be blamed directly on per- 
sistently high interest rates and reduced 
capital investment accompanying broad 
recessionary trends in all sectors. 

Fortunately, some large industrial, 
commercial and institutional projects 
have been able to keep the construction 
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industry afloat if not exactly in the swing 
of things. Major projects, some with 
broad spin-off benefits, are vital 
counterweights to current trends. Gov- 
ernment spending has traditionally 
played this role and is doing so once 
again, as demonstrated by increased 
capital account deficits in all of the 
Atlantic provinces except Nova Scotia 
for the 1982-83 fiscal year. As a result, 
government-sponsored major projects 
are very much in evidence. — 

Major projects throughout the region 
touch upon a number of sectors, and 
hold much promise for the future. In 
Nova Scotia work continues at the 
Halifax dockyard, the Annapolis Basin 
Tidal Power Pilot Project and at the 
Lingan Complex in Cape Breton. The 
$125-million Camp Hill Medical Com- 
plex in Halifax is, however, delayed, 
although work on a Veterans’ Hospital 
will go ahead with federal funds. There 
are mixed feelings about the fate of the 
TQM natural gas pipeline, presently 
stalled in Quebec. Assessment of off- 
shore gas reserves may result in an alter- 
native Maritime pipeline to distribute 
gas, with an extension to New England, 
but this will take time. 


Bo: Newfoundland and Nova Scotia 
stand to benefit greatly from con- 
struction associated with offshore devel- 
opments, with significant work in the 
other two provinces. Patience will be re- 
quired for much of this activity, however, 
as markets, energy prices, and continu- 
ing management disagreement between 
governments occupy centre stage. New- 
foundland has other energy projects on 
the go, including the Cat Arm hydro 
scheme valued at $332 million. There is, 
in addition, commercial development in 
St. John’s, and work on the Arctic Vessel 
and Marine Research Institute. 

Commercial development is also 
prominent in New Brunswick, notably in 
Saint John and Fredericton. Pulp mills 
around the province are undergoing ex- 
tensive modernization works, and a 
potash mine near Sussex is still under 
construction. Work on a new zinc 
smelter at Belledune (worth $360 million) 
is unfortunately delayed. Two public 
projects and one commercial project in 
Charlottetown account for much of the 
activity in Prince Edward Island, but 
there are hopes that work could be 
cleared to begin soon on a new $27-mil- 
lion Veterinary College. 

Once again in 1982, the construction 
industry in the Atlantic provinces rests 
on the shoulders of the major projects. 
It must be remembered, however, that 
this industry’s full recovery depends on 
a continued decline in interest rates, a 
revival of the residential housing market 
and the recovery of our troubled 
economy. s 
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Transportation: 


Changes in the air, on the ground and at sea 


provinces rely on fast and efficient 

transportation links both internally 
and to major outside markets. Distance 
from major markets makes considera- 
tion of how to reach those markets a 
crucial part of overall business decision- 
making. 

On this premise alone, 1981 and 1982 
have given the region much to think 
about. Significant changes have taken 
place in all major modes, not always for 
the better. Towards the end of 1981, there 
were reductions in the level of passenger 
rail service. Almost simultaneously, there 
were adjustments in ferry services to and 
from Newfoundland, and along that 
province’s coastline. In early 1982, road 
haulage contractors were unexpectedly 
faced with changes in the level of assist- 
ance under the two acts which govern the 
rates at which freight moves on the 
region’s highways. The erosion of rail 
service continues in the Maritimes with 
applications in the fall by CN to aban- 
don branch lines in all three provinces. 
These applications cover all Prince Ed- 
ward Island’s remaining railways, and 
locally important lines to Pictou Coun- 
ty in Nova Scotia, and in Kent County, 
New Brunswick. These seemingly small 
isolated episodes all add up to a big 
challenge for businesses struggling to 
maintain a competitive edge. 

Port statistics to the end of 
September reflect the general course of 
economic activity. Cargoes through 
Halifax were down by almost 17 per cent 
over the same period in 1981, and the 
more than 40 per cent reduction in ton- 
nage shipped through Saint John and 


Te economies of the four Atlantic 
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Belledune is eloquent testimony to the 
depressed state of New Brunswick’s 
resource-based economy. Statistics from 
CN Marine also give indications of 
slowdowns in the region’s two Island 
economies; commercial traffic on the 
North Sydney-Port aux Basques run 
recorded only a slight increase to the end 
of September over a year earlier, and 
commercial traffic to and from Prince 
Edward Island was down by 12 per cent 
over the same time period. 

Container shipments were mixed. 
Halifax handled a significantly reduced 
number in the first full year of operation 
without two big lines which moved from 
the port to other terminals in 1981. In 
Saint John, however, two new lines 
began calling regularly and containerized 
cargoes registered an increase of about 
1} per cent: 

Some of the more intriguing aspects 
of international shipping were felt by the 
region during 1982. A _ potential 
strengthening of the cartel which sets 
rates for much North Atlantic shipping 
was regarded with some concern by 
regional ports with the fear that it would 
entail more lines moving elsewhere. This 
uncertainty still remains. A series of legal 
moves designed to reverse Dart Con- 
tainer’s decision to move to Montreal 
from Halifax was unsuccessful. The ef- 
fects of this move, however, have large- 
ly been balanced out by Atlantic Con- 
tainer Line’s decision to consolidate its 
Eastern Canadian operations in Halifax 
at the expense of Montreal, a welcome 
reversal of previous trends. 

There are signs, too, that the region’s 
other major transportation concerns are 
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stances. Newfoundland’s two biggest 
private shipping lines joined forces to 
battle CN-owned Terra Transport for the 
$65-million Newfoundland coastal trade. 
Newfoundland Steamships (which 
merged with Atlantic Freight Lines to 
form Atlantic Container Express) had 
been subsidized to the end of last March 
by the federal government on goods 
shipped from Montreal. This subsidy 
was abruptly withdrawn and has caused 
reappraisal of the means of doing 
business. And Eastern Provincial Air- 
ways announced a merger with CP Air. 
Initially, the merger entails some integra- 
tion of routes, equipment, staff and 
services. 

All in all, transportation operators 
have undergone a trying time over the 
past two years, aggravated by acute 
recession. No one disputes the impor- 
tance of effective transport facilities to 
the overall economic development of the 
region, and the encouraging signs of 
change during the second part of 1982 in- 
dicate that adjustments to new cir- 
cumstances are occurring. a 
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Tourism: 





People everywhere stay closer to home 


advances and many setbacks for 

Atlantic Canada’s billion-dollar 
tourist industry. There is no doubt that in 
these times of severe recession'and con- 
sumer restraint, visitors are more dif- 
ficult to attract. Final figures will likely 
show tourist spending down slightly at 
best. 

In general, the season started slowly. 
July showed an improvement, with traf- 
fic above 1981 levels in some areas. 
Reported levels for the latter part of the 
season were mixed. Higher gas prices 
and an uncertain economy continued to 
keep many people closer to home. Even 
the motor-coach trade, which has been 
increasing in recent years, showed a 
decline in most areas. Motor-coach 
travellers tend to be older, retired people 
who are especially sensitive to prolonged 
periods of high inflation and economic 
uncertainty. Travellers were also looking 
for bargains in 1982, frequenting lower- 
priced motels and campgrounds; most 
campgrounds had substantially higher 
occupancy rates. 

There was also a decline in American 
tourists, and more _ inter-provincial 
travel. In New Brunswick, for example, 
American tourists represented 45 per 
cent of all tourists in 1973; this was down 
to 27 per cent in 1982. 

Final tallies for Prince Edward Island 
will likely be down from 1981 levels; 
passengers on both ferry crossings were 
fewer in number. New Brunswick should 
hold its own with tourist spending ex- 
pected to pass the $300-million mark in 
1982. An increase in traffic from Quebec 
could make up for a decline in American 
tourists. Nova Scotia’s $510-million in- 


Te: past year has been one of limited 
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dustry has without doubt benefited from 
the Old Home Summer promotion, 
although numbers are likely to be down 
slightly from 1981. The promotion 
helped the industry through a very dif- 
ficult year, and probably persuaded a 
great many Nova Scotians to spend their 
summer at home. It is probable that 
visitors to Newfoundland were down in 
1982. Preliminary statistics show total 
passengers using the Argentia ferry were 
down 27 per cent with one ferry removed 
from service. This reduction in service 
seems to have had quite an effect on 
tourist traffic to Newfoundland, and fur- 
ther reductions in capacity planned for 
1983 may make travel to Newfoundland 




























even more complicated than it is at pres- 
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ent. Vacationers arriving by air registered 
a slight increase, and specialty tours 
(such as Labrador fishing tours) are still 
proving to be most popular. 

Although 1982 will not match 1981 in 
the level of tourist activity, the immediate 
future looks relatively bright. Non-tradi- 
tional areas, such as conference activity 
and business travel, hold great promise. 
Major cities in the region are expanding, 
or have expanded, hotel space; and ex- 
hibition space is springing up in Saint 
John and Halifax. 

In general, provincial governments 
are spending more on tourist promotion. 
Themes are proving popular and suc- 
cessful, and both Nova Scotia and New- 
foundland are planning major promo- 
tions along these lines for 1983. Renewed 
growth in the tourist industry, however, 
will rely heavily on full recovery of the 
North American economy. 
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New jobs and new skills needed 


prompts two major questions: What 

can we do to correct current high 
levels of unemployment? And: Can pres- 
ent labour supply meet occupational skill 
requirements for the 1980s and 1990s? 
Examination of present circumstances 
reveals somewhat different conditions 
from those which prevailed in the 1960s 
and 1970s, and there seems no reason to 
assume that past circumstances will ever 
prevail again. 

Unemployment in the seventies was 
mostly a problem for a growing number 
of younger workers as the baby-boom 
entered the labour force, and of finding 
jobs for the increasing number of women 
who entered the market. But this situa- 
tion changed. In 1982, few people were 
immune to layoffs regardless of skills, 
experience, or seniority. Successive 
months recorded unemployment levels 
unheard of since the 1930s. Many so- 
called prime-aged workers (those aged 25 
to 55, with training and experience) 
joined the ranks of the unemployed, 
both blue-collar and white-collar 
workers alike. Normally, such workers 
enjoy some measure of job security dur- 
ing economic slowdown; the present 
recession has seen many take early retire- 
ment instead of the uncertainty of layoff 


Te: Atlantic labour scene in 1982 


and possible recall, or of looking for 


other work. 












January 1981-September 1982 
















- Participation Rate (left scale) 
Z\ Unemployment Rate (right scale) 

























Source: Statistics Canada 







ATLANTIC INSIGHT, JANUARY 1983 


LABOUR FORCE 


The unemployment statistics are not 
the whole story. Many workers have left 
the labour force after months of discour- 
aging search for work and are not includ- 
ed as ‘‘unemployed’’. These workers 
would, however, re-enter the market if 
opportunities arose. Declining participa- 
tion rates over the past 18 months testify 
to this trend in labour markets. (Par- 
ticipation rates identify the proportion 
of population between the ages of 15 and 
65 who are either working or looking for 
work.) The return of discouraged work- 
ers to the labour market when opportun- 
ities arise will also keep unemployment 
rates fairly high during the initial 
recovery period. 

The duration of the present reces- 
sion in Atlantic Canada also adds 
to the problems of the unemployed. 
By the end of 1982, many laid- 
off workers were running out of UIC 
entitlements. The alternatives are, of 
course, welfare or other forms of 
social assistance. In an effort to avoid 
increasing numbers on welfare rolls, 
the federal government announced 
in October, 1982, the creation of 
a $500-million job creation program 
aimed particularly at the hardest-hit 
regions. Many communities in Atlan- 
tic Canada certainly qualify for aid. 

Two factors are restricting the 
ability of governments to address un- 
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employment adequately; fiscal restraint 
and the depressed state of world mark- 
ets. High interest rates have seen 
government deficits reach horrendous 
levels, and the traditional standby of 
public spending to ease the slowdown 
is correspondingly limited. With many 
other claims on the few funds avail- 
able (such as homeowners and small 
businesses), the capacity to act is 
reduced even further. 

The region relies to a large degree on 
selling natural resources in export 
markets. Any return to normal levels of 
Operation must first await a return to 
normal levels of buying in these markets, 
a trend which is largely beyond the in- 
fluence of federal or provincial policy- 
makers. Any sustained recovery in the 
region will need a corresponding 
recovery in the United States particular- 
ly, and even in this case there will be a 
time-lag before effects arrive in the 
region. 

It is also likely that skill requirements 
in Atlantic Canada will be different over 
the next 10 or 15 years. The Economic 
Council of Canada in a recent study re- 
marked that over the next two decades, 
a person must be trained in more skilled 
technical occupations to take full advan- 
tage of market opportunities. Mechani- 
cal and electrical skills were emphasized 
especially. Higher levels of training will 
be required both on the shop floor and 
in the office. 

This translates into accurate identi- 
fication of labour skill requirements at 
present, to accommodate 
future demand. Labour oc- 
cupational demand fore- 
casting becomes a vital part 
of this process. To an ex- 
tent, this would replace tra- 
ditional training programs 
based, essentially, on a client 
demand basic. Existing ed- 
ucational institutions must 
also ask themselves whether 
the programs they offer will 
match future demands for 
skills, and whether they are 
flexible enough to change rap- 
idly. 

A high quality and well- 
trained labour force designed 
to meet requirements of 
the future not only means 
employment opportunities 
in well-established industries, 
but can also be used as a 
tool to attract new indus- 
tries. In Atlantic Canada, 
the potential for job crea- 
tion will depend to a large 
degree on new industry to 
provide the region with a 
more diversified economic 
base. Skill-training is a most 
important part of this process. 
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The Public Sector: 


On deficits and restraint 


overnment programs and services 
G in all four Atlantic provinces are 

facing difficult times due to 
declining government revenues. This 
pressure on revenues is directly at- 
tributable to the severe recession which 
has gripped the Canadian economy since 
mid-1981. All provinces are feeling the 
revenue pinch with soveroment income 
below levels project- 
ed in spring budgets. 
Corporate income fF 
tax revenues have 
been lower than ex- 
pected with plum- 
meting company 
profits. The pro- 
longed slump in con- @ 
sumer spending has 
reduced sales tax re- 
ceipts. High interest 
rates are making 
government borrow- 
ing very expensive 
and debt servicing is 
placing an enormous 
burden on already 
pressed provincial 
treasuries. 

A further decline 
in provincial for-§ 
tunes comes as a re- 
sult of reductions in 
federal/provincial 
transfers. These re- 
ductions have four 
clear causes. Firstly, | 
transfers are based 
on population and 
the 1981 census re- 
vealed that previous 
estimates for the At- 
lantic region over- 
stated the actual 
number of people 
living here. This 
meant not only a re- 
duced level of transfers to the four prov- 
inces, but also substantial overpayments 
since about 1978. A legal obligation to 
repay these transfers ($86 million) was, 
in the event, waived by the federal gov- 
ernment. Secondly, reduction came as a 
result of revision to the formula used to 
calculate equalization payments. Third- 
ly, there was also a review of the 
Established Program Financing formula 
in 1982. And finally, the poor economic 
performance of Canada as a whole has 
affected the complicated aggregates on 
which transfers are based. 

As a result, these transfers are likely 
to be more than $130 million below ex- 
pected levels for the four Atlantic prov- 
inces. Given the federal government’s 
own substantial deficit ($23.6 billion), 
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support beyond existing levels is unlike- 
ly, if not impossible. In fact, federal 
authorities seem to be in the process of 
shifting more financial responsibility for 
health and education programs to the 
provinces. The Atlantic provinces with 
their smaller fiscal capacities will be left 
with little room for manoeuvring as 
more and more discretionary spending is 
directed towards essential services. 

In the face of reduced revenues, the 
provinces are left with three courses of 
action: (a) reduce the growth of provin- 





cial expenditures by reducing programs 
and services; (b) increase revenues by 
raising taxes; (c) increase net deficits 
by borrowing more. These were the op- 
tions open to financial planners in each 
province as they drew up 1982/83 pro- 
vincial budgets. 

Newfoundland increased its tax ef- 
fort in an attempt to maintain programs. 
A larger deficit reflects an effort to 
deflect some recessionary pressures away 
from the slumping construction industry 
through a dramatic increase in capital ex- 
penditures. Prince Edward Island con- 
tinues to be very cautious in its budget- 
ary practices, trimming programs where 
necessary and staying away from large 
deficits and tax increases. Nova Scotia 
made up for several years of minimal tax 


as Satlio sector wage controls, 
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increases in the 1982/83 budget with in- 
creases in most taxes. This, combined 
with some program trimming and other 
austerity measures, allowed officials to 
reduce the size of the deficit for the first 
year in several. Borrowing requirements 
are still very large, however, and debt ser- 
vicing ranks third behind education and 
health in current account spending. The 
New Brunswick budget was the most 
stimulative of the four. A dramatic in- 
crease in the deficit and minimal tax in- 
creases were designed to bridge the gap 
g between current ec- 
=onomic conditions 
zand the long-run 
= potential of the 
“economy. 
Unfortunately 
the economy has 
grown worse since 
these budgets were 
introduced and rev- 
enues are substan- 
tially below project- 
ed levels. As a result, 
current account defi- 
cits are expected to 
rise substantially in 
every province. 
Nova Scotia’s 
deficit will increase 
from a_ projected 
$129 million to over 
$170 million even 
with the $33 million 
in cutbacks already 
implemented. With 
the heavy debt loads 
being carried by 
most provinces, it is 
likely the axe will fall 
in the form of even 
more spending cuts, 
although New Bruns- 
wick may pursue its 
stimulative policies 
to the extreme and fi- 
nance expenditures 
through more bor- 
rowing. Policies such 
im- 
plemented in some form in all provinces 
except Prince Edward Island, will have 
to be linked with further budget trim- 
ming if a financial balance is to be 
achieved. 
Provincial finances will continue to 
be squeezed in the extreme in early 1983 
and the curtailment of services that 
began in 1982 will become more serious 
in the New Year. Provincial policies will 
be dictated by the balance they are able 
to achieve between increased borrowing, 
increased taxation and curtailment of 
services. A reversal of 1982’s revenue 
trends will depend on the extent and tim- 
ing of the expected recovery. Without 
this recovery, provincial budgets for 
1983/84 will make very grim reading.@ 
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Atlantic Canada: 


The outlook 


both in the Atlantic region and else- 

where, is creating hardships for 
almost everyone. Few people remain un- 
touched by the recession. Workers are 
laid off often with little chance of recall. 
Businessmen have lost firms that would 
have perhaps survived in a better econ- 
omic climate. Farmers and fishermen 
have been forced to sell assets to meet 
loan payments, or to pay higher input 
costs at a time when markets have 
slumped. Even those who are not directly 
affected are usually close to someone (a 
relative or friend) who has lost his job 
or his business. 

The response of policy-makers to the 
current dilemma appears to be in a state 
of flux. A strong commitment in most 
of the Western world over the past 18 
months to restrictive monetary policy en- 
sured that interest rates stayed high. The 
focus was to reduce spiralling inflation 
rates and the ravages they produce. But 
the policy-makers did not foresee the ex- 
tent of the recession that would result, 
at least in part, by restricting growth of 
the money supply. 

In all Western countries, unemploy- 
ment has risen to staggering levels. At 
first, this was seen as an acceptable, 
albeit unpleasant, short-term trade-off in 
the battle against inflation. But gradually 
alarm has been increasing for not only 
the numbers of unemployed, but also 
about the duration of unemployment. 
Short-term layoffs are turning into plant 
closures; workers are moving from 
unemployment benefits to welfare. 

The long-term implications of this 
picture are painful to contemplate. The 
unused capacity in Canadian industry is 
at an all-time high, and plant and ma- 
chinery can deteriorate if left unused for 
long periods of time. The same argument 
applies to workers, who gradually lose 
their skills if unemployed for long 
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periods. The costs to both individuals 
and society in such a situation are 
enormous. 

Both governments and industry are 
anticipating a long period of readjust- 
ment, with continuing high unemploy- 
ment rates, particularly among the young. 
Some analysts are now speculating that 
some major Canadian plants may never 
reopen. If they do, they will have incor- 
porated major technological change into 
the production process. This would fur- 
ther reduce demand for labour, aggravat- 
ing already high unemployment levels. 

Concern among policy-makers over 
the depth and duration of the recession 
surfaced in the fall of 1982. Finance 
Minister Marc Lalonde announced at the 
end of October that he was setting up a 
board of key Canadian economists to ad- 


_ vise on policy matters. This was followed 


shortly by the announcement of a three- 
year investigation into the Canadian 
economy by a royal commission. While 
these events by themselves do not repre- 
sent a shift in policy (away from focus- 
sing primarily on reducing inflation) 
there are indications that more attention 
is directed towards the plight of the 
unemployed. There have been announce- 
ments of job-creation programs, and 
stimuli to certain lagging industries, such 
as steel. 

All these announcements indicate the 
extent of the federal concern over 
Canada’s poor economic performance, 
particularly when compared to its major 
trading partners. Inflation has fallen to 
about 10.5 per cent, but this compares 
to less than 6 per cent in the United 
States. Canada’s competitive position 
and its economic recovery will be severe- 
ly handicapped if we cannot bring pro- 


MNO WEOW/NOLOHd 


duction costs more into line with those 
of our trading partners. 

All this makes it an interesting time 
for those analysts who attempt to foresee 
where the economy is going. Most agree 
that there will be some slight growth in 
the Canadian economy in 1983, but the 
actual extent of the growth is widely 
disputed. Big policy shifts or changes in 
international markets could change any 
forecasts made at this time. Uncertainty 
prevails in the Atlantic region, but there 
are still many bright spots on the hori- 
zon. These include offshore oil and gas 
developments and work on other major 
energy projects. Modernization is under 
way in pulp mills throughout the region. 

Each province still has problems: our 
Open economy and dependence on the 
export of raw materials, the markets for 
which have fallen sharply in recent 
months; structural problems in some of 
the region’s key industries, such as min- 
ing and the fishery; disputes between 
governments over topics such as manage- 
ment of offshore resources which is 
slowing exploration; a generally fragile 
economic base which involves problems 
such as a vulnerable tax base even when 
the Canadian economy is doing well. 

Given these uncertainties it is indeed 
difficult to give confident outlooks for 
each of the provincial economies. Cur- 
rently, it looks as though Nova Scotia 
will suffer the least from recession, and 
new developments offshore could put the 
province in the forefront in 1983. Im- 
provements in major export markets, 
however, such as for minerals and forest 
products, could see resurgence for both 
New Brunswick and Newfoundland. 
More tourists and better prices for 
potatoes could have the same stimulative 
effect for Prince Edward Island. In 
general, however, slow recovery and a 
long period of readjustment can be ex- 
pected over the next year or two. It will 
be a measure of the region’s resourceful- 
ness and farsightedness to see what 
lessons can be learned from the present 
and used to prepare for the future. @ 
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Canada 








The information boom is on. 


A boom that will have as much impact on all of us as the Industrial 
Revolution did. 

In this age of information, a system that integrates a computer with an 
ordinary television set will play a very large role. 

Its generic name is Videotex. 

There’s been world-wide competition to develop various types of these 
graphic communications systems. All of them claiming to be very 
good. 

One system is now considered to be the best in the world. 

It’s called Telidon. 

And we're extremely happy to report that it’s ours. Canadian through 
and through. 


Developed by the Department of Communications in 1978, it will turn 
your television into a powerful information tool. You'll be able to do a 


Gouvernement 


2 a Government 
of Canada du Canada 


is leading the way. 





little shopping, read your mail, pay some bills, play your favourite 
electronic game, and even do your banking right in the comfort of your 
home. 


But it doesn’t stop there. 
Already many large companies from various countries have made Teli- 
don their choice. 


Now that the system has been developed, the Government of Canada 
will turn its expertise in this field towards researching the many 
possible consumer and business applications. 


Telidon. It’s the best in the world, for your information, for everyone’s 
information. We should all feel proud of this achievement. 


Canadians, working together. On the land, in industry, in communica- 
tions, in the mines, on the seas. Working together, and with the help of 
government, helping Canada grow. 


Canada. We have a lot to be thankful for. And a lot to offer each other. 


Canada — 


